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Summary

This survey has reviewed policy trends related to global warming counter  -measures and
environmental issues, with specific target on Australia and the United States that may pose
great influence on global coal market and future coal supply in Japan. It paid special
attention to investors' responses to growing pressure against coal on environmental ground,
NGO activities and coal industry responses, to consider the implicat  ions to Japan.

Chapter 1 summarizes the trends of global warming countermeasures and environmental
measures in the world, Australia and the United States.

Global countermeasures against global warming are gaining momentum by the adoption of
the Paris Agre ement (December 2015), and rules are being made towards implementation
after 2020. However, as seen in COP 23 (held in November 2017), countermeasures against
global warming based on the UNFCCC tend to make international negotiations difficult due

to conflicts of interest between developed and developing countries. There are also problems
such as lack of a mechanism to strengthen emission targets in the future.

The Australian Government implements domestic measures including the Emission
Reduction Fund to r ealize the goals of the Paris Convention. On the other hand, as the
importance of securing stable supply and reducing economic burden has become the central
policy issue, the federal government has proposed a new energy policy featuring the
National Energy Guarantee. It aims to guarantee a certain role for coal -fired power
generation in the country. The federal government also indicates its intention to support the
diffusion of highly efficient of coal -fired power plants abroad, implying its fundamental
recognition of the importance of coal as a major export commodity for the country.
Procedures in licensing of coal mining leases have been rationalized to some extent. On the
other hand, there are cases where applications are dismissed against the background of
growing protest activities by environmental protection groups.

In the United States, President Trump has indicated a policy to defend the coal industry,
including the withdrawal of the Clean Power Plan by former President Obama. However,
due to the expa nsion of shale gas production, the price competitiveness of coal has decreased
markedly. From the viewpoint of stable supply of electricity, the Federal Government is
considering the ways to mai ntain generation capacity of coal -fired power plants, however,
no clear signal has been observed that would lead to the development of coal mines nor the
expansion of coal production.

In Chapter 2, the trends of energy supply and demand, power supply composition,
production and export of coal in Australia and the U nited States are summarized.
Although coal production and export volume in Australia is on an upward trend, the coal
production (500.3 Mt) and the export volume (389.3 Mt) in the latest year (2015) decreased
year-on-year. In the United States, coal product ion has continued to decline in recent years,



the latest production (671.1 Mt, preliminary figures based on IEA statistics in 2016) has
decreased to about 60% compared to the peak time, and the export volume also declined
sharply. Domestic coal consumption has been decreasing in Australia since 2008, with the
slight increase in 2014 and 2015. In the US, the coal consumption has been decreasing since
2007 except in 2010 and 2012. In both countries, energy consumption and electricity
generation have been flat in recent years. In the United States, the share of coal  -fired power
generation is declining, with its share 30.4% in 2016 and 34.2% natural gas. In Australia,

the share of coal -fired power generation was 63.4% in 2015. In both countries,  most of coal-
fired power generation facilities are old, and sub  -critical facilities occupy a high proportion
(88% in Australia and 68% in the United States).

Against the policy background laid out in Chapter 1, Chapter 3 gave an overview on coal -
related divestme nt engagement by financial institutions and institutional investors.
International efforts in carbon disclosure was also touched on.

With respect to multi  -lateral development banks (MDBSs), since 2013 the World Bank Group
and the European development banks (EBRD, EIB) have expressed their intention to
exclude coal-fired thermal power generation from their loan target except for exceptional
cases. On the other hand, there are other financial institutions that have not adopted
exclusion policy, especially tho se in non-OECD countries, such as the Asian Infrastructure
Investment Bank (AlIB) and the Asian Development Bank (ADB).

While major private financial institutions and institutional investors are reviewing their
policies and standards in coal related invest ment and lending, there are cases where their
policy introducing standards on the ratio of profits of coal related businesses or the efficiency
of coal-fired power generation and the calorific value of coal produced. Contrary to headlines,
there are cases that should not be taken as a declaration of total withdrawal from coal
businesses. In addition, some of the statements are m erely emphasizing new business
opportunities such as renewable energy and ESG investment.

With regards to carbon disclosure efforts , TCFD published its Guidance in June 2017. It
listed the items to be disclosed by industry, including coal mining companies, calling also for
companies to indicate their long -term strategies to deal with climate change risks using
scenario analysis. Ensur ing useful and objective information disclosure while avoiding
excessive burden of disclosing companies would be the key.

Chapter 4 dealt with the cases of NGOs activities targeting coal mines and coal  -fired power
generation in Australia and the United S tates.

NGOs have been active not only targeting specific industrial facilities, but also setting up
database on coal-fired power plants around the world and/or the financial institution that

are providing capital to them. Some NGOs may carry out such activities u  sing the network
of other NGOs, companies, academic organizations, leading to wider criticism against coal
related companies or government policies and to call for divestment at the same time.



Besides those information dissemination, activities again st Carmichael coal mine project in
QLD in Australia has not come to settlement. In NSW, the Springvale coal mine is exposed

to environmental pollution problems, making its mine life exten sion difficult. This created
knock-on effect to the expansion plan of Moun t Piper coal -fired power plant (1,400 MW),
Springvale being the major provider of fuel.

In the United States, a number of NGOs are active in global environmental issues , local
environmental pollution , nature conserv ation issues, etc. Some of the major envi ronmental
NGOs raised lawsuits forming a plaintiff group when the President Trump announced a
policy to resume coal mine lease in federal territory that had been suspended under the
former administration.

Chapter 5 presented an overview of the financial s ituation and asset portfolio of major coal
operators. It also described the measures taken by the industry to respond to GHG emissions
reduction and environmental regulations.

In recent years, the asset portfolio has been reviewed in Australia's coali  ndustry leading to
the sales of coal assets by major coal companies. Strategic responses in the downward
pressure against thermal coal vary in the industry. While Rio Tinto has stepped back from
thermal coal businesses, Glencore has increased its market sh  are by acquiring assets.
Coal-fired power plants have been shut down by electric power companies both in Australia
and the United States. As the case with AEP, the largest power producer in the United
States, the economy of coal -fired power changed dramati cally. The closure of coal -fired power
plants in both countries have been triggered by various factors such as the age of the
facilities, electricity market, fuel markets, and intertwined environmental pressures. Both
governments have expressed their polic y orientation to give due consideration for supply
security. Their policy developments and market responses are yet to be seen.

Both countries have not introduced strict CO 2 emission regulations for coal operators, but
compliance with various regulations i s mandated for mining, transportation, restoration of
the sites, etc. In QLD, Chain of Responsibility was introduced in 2016, obliging coal mining
companies to comply with environmental regulations and restore the original state during

the leasing period r egardless of the operation status.

Chapter 6, examined the possible influence on future coal supply to Japanup  to 2040 using
scenario analysis.

For this exercise, we considered the various factors relating to coal, with special attention

to: 1) rising po licy pressure on coal including international negotiations to strengthen
climate change policy measures, 2) divestment by incumbent financial institutions (private

and government), 3) Coal demand in emerging countries including China and India, and 4)
competition with natural gas. By examining their influences and interactions, we considered

the following two scenarios: (A) Price increase scenario in which the price of high  -grade coal
required by Japan rises and economic procurement becomes difficult, (B) S upply constraints



scenario in which global pressure and local regulation on coal mine development as well as
coal utilization blocks the production and export.

In conclusion, the risk that coal supply itself will be seve  rely limited is considered low at
present, however, in considering the stable supply of coal in our country, there is a necessity
to prepare for future price hike, increase in volatility and change in business practices.
Diversification of supply sources is an important factor in both scenar  ios indicating the
importance of efforts to secure high -grade coal supply.
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1.1.3 Powering Past Coal Alliance —

Partner confirmed as of 12 December 2017:

Countries, states and cities Businesses and other organisations?
1. Provincia of Alberta 35. Abraaj Group
2. Angola 36. Alterra Power Corp
. 37. ArcTern Ventures
. A
3. Austria 38. Autodesk
4. Belgium 39. Avant Garde Innovations
5. Province of British Columbia 40. BT
6. Canada 41. CCLA
7. State of California jg- Biglgﬂeo
8. Costa Rica 44: Econet Group
9. Denmark 45. EcoSmart
10. El Salvador 46. EDF
11. Ethiopia 47. Engie
12. Fiji ig- éerings ‘
. . Green Science
::i Elnland 50. Iberdrola
- rrance L 51. Marks and Spencer
15. Great Britain 52. Natura Cosmetics
16. ltaly 53. Pacific Island Development Forum
17. Latvia 54. Drsted
18. Liechtenstein 55. Salesforce
19. Luxembour 56. Storebrand
; 9 57. Unilever
20. Marshall Islands 58. Virgin Group
21. Mexico
22. Netherlands
23. New Zealand
24. Niue
25. Province of Ontario
26. State of Oregon
27. Portugal
28. Province of Québec
29. Sweden
30. Switzerland
31. Tuvalu
32. City of Vancouver
33. Vanuatu
34. State of Washington
Powering Past Coal Alliance Declaraton ~ 2017 12 12 4
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3 https:/Mmww.theverge.com/2017/11/13/16644960/un -cop-23-climate -conference-clean-fossil-fuels -protest -chants -
donal-trump
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Issue of Mining Lease Notice
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Objection period 3
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EP Act submission
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decision documentation for
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¢—{ Issue final environmental authority

Assess mining program or initial

7
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reviewed
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Deed process
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Draft Climate Chang® Fund Strategic PI
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47 NSW RENEWABLE ENERGY ACTION PLAN Annual Report 2016
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- 24 -



REF & EnvironmentalImpactStatement ~ EIS 4 | SpeciesImpact Statement SIS —
% LH e

NSW #[e > e-— Ko % @ = ™= | -1 % =943
£ NSW # | n % =V  #£NJ =Ls =V £ Nof|

Planning Assessment Commission PAC 503 A T™s 0 — L PAC %
e fsof=mve | seacr - 4 - % ] %
| & k. oves— deo@s % <of=™ 9, -V ENSW | sPAC
— 4= -= M= < -~ 4L ™ - A L oer<-<zE
- L 4 L2017 1 - <y e | 2017 11 ~ 1 <of

=™| 9 14~ ™PAC| Independent Planning Commission IPC ~ % A{ g%

NQ“ 519

QLD == =V |fers - e % A{—| EPBC ~ #2020 —q%#
N & 0 | 2 14> e%kpsF2zN°RK' eencofis—
=™= |8 g = ™M= | zo- Dafisd e o= L [y zs %

— - =~ TM= A_Ilg
- e - - |4 ke % t9Vs =™{%2QLD <

~NSW % | — % - s = mge i fiac 0 s
T — ]eQD #| 3 sNsw #| 5 &L s/ _yL LeQD

#| 5 10 »1 8NSW #| 10 15 )i % o< e — |eRrK' e
-ncofiie A % — #Ng8NSW #| QD = =8 ) e—

L LeRKi eenecofii— %4 o  td=mds | =] - %

{om™.> @l =™ 8, D20l #| 008 COz L < <V

LNe|| %68 co. | - - A #F| o™ ks Ly =

d 1 a™ ,_|Q|I|=QTMS_ IJ.N9"539

143 £~ NSW # | 8 Hunter Valley — Drayton South =| — Toed

4 Y% <0 <V %Nef| ° #| e - - 4 -fi -

+— % tds | 8 #— 4 4L a{ L2017 12 - <
Vv ° Drayton South4=  ~= ™/ AngloAmerican | 8 L 8 Dum L2017 5

-~  — Malabar - o= ™M 549 | 8 L < =V 6 <of=m™
.” 559
49 NSW v IO+ dD> © https:/mww.resourcesandenergy.nsw.gov.au/miners -and-explorers/codes-and-

guidelines/guidelines/guideline -for-preparing -a-review -of-environmental -factors
5 Environmental Planning and Assessment Act 1979 (EP&AAct)  ~ |4 °® PACVOH+dd ©
http:/Aww.pac.nsw.gov.au/

58~ | ¢ PAC—vDFrad o] 2017 2 t 4 = ™p ™0

52 Aol fia 2018 1 15 19 &

53 Aol fia 2018 1 15 19 &

54 http:/mww.abc.net.au/news/2017 -12-01/nsw-government -says-no-to-open-cut-at-drayton -south/9217756
55 Aol fia 2018 1 15 19 &

- 25 -



Z § Mining/Production Application
< :J Active titles at this stage: MLA, M(MO)LA, MPLA, PPLA
—J (®) Gateway process (BSAL, CIC)
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29 Community engagement
() Development consent application submitted
(@) Environmental impact statements (EIS)
629 EIS reviewed by many government agencies
Gap Public exhibition of EIS for community
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() Development consent approved
() Environmental Protection Licence granted
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